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1.

Introduction

In the state fiscal year (SFY) 2009-10 Governor’'s Budget, the Administration
proposed an augmentation of $18.7 million ($6.4 milion General Fund (GF)) for local
child support agencies (LCSAs) to maintain revenue generating caseworker staffing
levels in order to stabilize child support collections. The Legislature approved the
Department of Child Support Services’ (DCSS) request for revenue stabilization
funding in the SFY 2009-10 Budget Act and directed that 100 percent of the new
funds be utilized to maintain revenue generating caseworker staffing levels and early
intervention activities.

DCSS issued specific claiming instructions to LCSAs to ensure that the funds were
used in compliance with the legislative directive, which specified that the revenue
stabilization funds should be distributed to counties based on their performance on
two key federal performance measures — Collections on Current Support and Cases
with Collections on Arrears. A base allocation was created for each LCSA by first
calculating the distribution of funds based on each county’s share of revenue
generating Full Time Equivalent (FTE) staff compared to the statewide total of
revenue generating FTEs. The allocations were adjusted based on the county’'s
percent of Collections on Current Support compared to the statewide percentage
level. The allocations were further adjusted based on the county’s percent of Cases
with Collections on Arrears compared to the statewide percentage for that measure.
DCSS advised LCSAs of their individual allocations and notified them that the
increased funding was available for expenditures effective

July 1, 2009.

Per Family Code section 17555, DCSS is required to submit an annual report to the
fiscal committees of the Legislature regarding the impact of the revenue stabilization
funding provided in the Budget Act. Consistent with this direction, DCSS developed
an annual summary to report the impact of the augmentation on revenue collections
and the cost-effectiveness of the augmentation, including an assessment of
caseload changes over time, at the end of each SFY that the augmentation is in
effect.

Impact of Revenue Stabilization Funding

Prior to the revenue stabilization augmentation, funding for LCSA basic
administrative expenses was held flat, while operating costs continued to rise. As a
result, LCSA staffing levels declined significantly between SFY 2002-03 and

SFY 2007-08. Total revenue generating caseworker staff declined by 517 positions
(5,020 to 4,503 or 10.3 percent) while total LCSA staffing levels decreased by 1,935
(10,217 to 8,282 or 18.9 percent).

Reductions in revenue generating caseworkers negatively impacts child support
services and collections. In absence of the revenue stabilization funding, DCSS
estimates the impact of staffing reductions would have decreased assistance
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collections by $15.5 million and non-assistance collections by $129.9 million, or a
total loss of $145.5 million ($7.4 million GF) for SFY 2017-18.

A reduction in child support collections would have a negative impact on the amount
of child support distributed directly to California’s families and increased expenses to
the CalWORKSs and Medi-Cal programs. Based on an Urban Institute study! of
California’s Child Support Program, each additional dollar of child support collected
represents a costavoidance of ten cents on public assistance costs. Restated, the
decrease in child support non-assistance collections ($129.9 million) for

SFY 2017-18 would have caused a potential increase of $11.3 million ($4 million
GF) in CalWORKSs costs and $1.4 million ($786,000 GF) in Medi-Cal costs for a total
of $4.7 million in GF.

As California’s economy continues to improve, assistance collections have declined
and non-assistance collections have increased. Overall, total collections have
increased annually for the past five fiscal years. In the event of an economic
downturn, it is anticipated that the total collections will decrease. Additionally,
collective bargaining at the local level has increased revenue generating caseworker
salaries and benefit costs, in addition to increased operating and indirect expenses.
Although technology, the creation of the Child Support Enforcement (CSE) system,
and automation of workload processes have created efficiencies, the increase in
costs have reduced the overall impact of revenue stabilization funding available to
retain the same number of revenue generating caseworker staff year over year.

3. Methodology of Revenue Stabilization Results to Date

In SFY 2009-10, when revenue stabilization funding was originally appropriated, the
LCSAs were able to retain 245 caseworkers. Since that time, the average
caseworker salary has increased 5.9 percent, and the average caseworker benefits
increased 40.2 percent. Based on current caseworker personnel costs, DCSS
estimates that revenue stabilization funding allowed the LCSAs to retain 202
revenue generating caseworkers in SFY 2017-18.

In SFY 2017-18, the marginal return on child support collections per revenue
generating caseworkers was $79,147 for assistance collections and $642,522 for
non-assistance collections. These figures were calculated by dividing total statewide
child support collections by the total number of statewide caseworkers. The
marginal return per caseworker for assistance collections was multiplied by the
number of retained caseworkers and adjusted for the $50 disregard payments to
produce a SFY 2017-18 assistance collections estimate of $15,518,729. The
marginal return per caseworker for non-assistance collections was multiplied by the
number of retained caseworkers to produce a SFY 2017-18 non-assistance
collections estimate of $129,945,493.

1Urban Institute. Cost Avoidance and Cost Recovery in California’s Child Support Program: SFY 2000-01. Laura Wheaton,
February 27, 2004.
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In total, DCSS estimates that the 202 caseworkers retained by way of revenue
stabilization funding, resulted in $145,464,222 additional child support collections. For
more information, please refer to Appendix A: Methodology of Revenue Stabilization
Results to Date.

4. Accomplishments

DCSS reviewed collection data for SFY 2017-18 and found that the revenue
stabilization funds are having the intended effect of maintaining statewide child
support collections (Please refer to Appendix A).

e Total Distributed Collections Retained = $145.4 million.
Distributed collections in SFY 2017-18 totaled $2.46 billion. Without revenue
stabilization funding, DCSS estimates total distributed collections would have
been $145.4 million or 5.9 percent less, at $2.32 billion.

e Total Assistance Collections Retained = $15.5 million.
Assistance collections in SFY 2017-18 totaled $410.1 million. Without
revenue stabilization funding, DCSS estimates assistance collections would
have been $15.5 million or 3.9 percent less, at $394.6 million.

e Total General Fund Assistance Collections Retained = $7.4 million.
The GF share of assistance collections in SFY 2017-18 totaled $168.8
million. Without revenue stabilization funding, DCSS estimates the GF share
of assistance collections would have been $7.4 million or 4.4 percent less, at
$161.4 million.

e Total Non-Assistance Collections Retained = $129.9 million.
Non-Assistance collections in SFY 2017-18 totaled $2.1 billion. Without
revenue stabilization funding, DCSS estimates total non-assistance
collections would have been $129.9 million or 6.3 percent less, at $1.9
billion.

5. Cost Effectiveness

A comparison of revenue stabilization funding to revenue stabilization collections
demonstrates the cost effectiveness of the funding:

e Dividing the $145.5 million in additional collections by the total revenue
stabilization funding of $18.7 million yields an over-all cost effectiveness ratio
of $7.78.

e Dividing the $7.4 million in additional GF reimbursement by the GFs portion
of revenue stabilization funding ($6.4 million) yields a cost effectiveness ratio
of $1.15 and a net return to the GF of $1 million.
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6. Early Intervention

The Legislature adopted additional statutory requirements for the use of the revenue
stabilization funds, specifying that each LCSA submit to DCSS an Early Intervention
Plan (EIP) with all components to take effect upon receipt of their additional budget

allocation. All LCSAs submitted EIPs consistent with these requirements and began
implementation in July 2009.

Early intervention provides a proactive approach to establishing accurate orders for
support and promoting consistent, reliable payments to families by engaging the
clients early in the child support enforcement process. The intent is to build a culture
of compliance, in which parents support their children willingly and reliably, thus
benefiting families by improving payment rates. Early intervention has been proven
effective in California and jurisdictions around the country, increasing collections as
well as improving performance on several key federal performance measures. In
addition, the National Child Support Enforcement Strategic Plan focuses on early
intervention to increase collections and prevent the unnecessary build-up of arrears.

The CSE system promotes and supports proven early intervention enforcement
strategies statewide. CSE tasks, automated letters, and work lists focus caseworker
staff on prompt follow-up after child support orders are established or modified, after
income withholding orders are issued and when payments through income
withholding orders are no longer received.

Impact of Revenue Stabilization Funding 6
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